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Trading firms in Hong Kong basically adopt a
"wholesaler" attitude and believe that the more products
they handle, the bigger profit they can generate.
Launching this unselective range of products without
knowledge of the market demand and any marketing plans is
just gambling one's luck. In times of economic booms or
when the market is in great demand of such products, the
game will stand a higher chance of success, but the
product life will shortly wither away. In times of
recession or when the market is already saturated with
similar products, the game may lead to disastrous loss.
Our observation is that this lack of marketing concept is
even more distinctive in firms dealing with industrial
goods.
We hope that the present study of a particular
building material and the way it is being sold can shed
some light on the general situation in Hong Kong and point
out the importance of acquiring a new marketing concept to
local traders. We also wish to illustrate by the case
study the significance of market information gathering,
objective setting, strategy planning and implementation
and control.
This paper does not advocate that improving the
marketing function or orientation of the firm is a
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Hong Kong has since its early days in the 19th
century assumed its role as an entrepot port, mainly due
to its strategic location in the southeastern tip of China
as well as political reasons. As its economy develops and
population grows, Hong Kong itself has also become a large
consumer of both durable and non-durable goods as its lack
of natural resources has limited the volume of its primary
production and the types of secondary production.
Trading transactions used to be dominated by the
big 'hongs' and controlled by the 'taipans'. However, a
large number of smaller firms and individuals also
participate in the business, taking up the remaining share
of the market.
A typical trading house carries a wide range of
products which come from different sources and are sold to
different market sectors. The smaller local trading
firms, or more commonly called I/E (Import-Export) firms
in Hong Kong, are often miniature of the larger trading
houses, i.e., they also carry a diversified product range,
though on a much smaller scale, rather than specialising
in a specific area or concentrating on a particular market
segment. An appropriate analogy is a salesman which calls
every office and every home in the building with goods in
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his dames Bond case that range from toothpaste to
telephone sets to clothings.
The success of Hong Kong businessmen in the trading
business in the past century and especially the last two
decades is witnessed by all. However, this success is
attributed more to the environment and the hardwork of the
people than to the method and concept they have.
Population in Hong Kong boomed from 3.7 million in 1966 to
5.4 million in 1986 and Gross Domestic Product increased
from $13,640 million to $291,897 million during the same
period. Such growth has generated a corresponding growth
in demand for consumer goods and raw materials that offer
tremendous opportunity for importers. The hypothesis is
that with a slowing down in the market demand and a
saturation in market supply, trading is no longer an easy
and all-profit business.
One of the indications is that the product life
cycle for both consumer and industrial goods tend to
become shorter. One of the reasons of course is due to
replacement by new innovations and changing market demand.
However, it is also observed that in the launching of a
product into the market, even though it is successful in
the initial stage in capturing a certain share in the
market, its growth is usually stagnated, if not reversed,
afterward. The reason behind this 'zero growth' stage is
the lack of marketing support in selling the product. By
this we mean the general ignorance of businessmen in the
marketing concept, the lack of marketing research before
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launching the products, the lack of a comprehensive
marketing plan to sell the products and the lack of
efficient evaluation of the marketing performance.
Sometimes, the lack of or half-heartedly done marketing
research and strategies is not due to the ignorance of the
firms, but a general belief that by making a product too
successful in the market, the business will be taken over
either by competitors or by the overseas suppliers
themselves.
The present paper aims to verify the above
hypothesis that the 'wholesaler' attitude adopted by most
trading firms and their lack of marketing concepts and
plans have led to short-lived product success. It will go
on to verify the corollary that long-term and sustained
growth of a product needs to be supported by thorough
marketing research and planning.
Chapter II of this paper will contain our
observation of the marketing behaviour of trading firms in
Hong Kong in general. This will be compared with concepts
and theories advocated in marketing studies. Emphasis
will be placed on firms handling industrial products
because we believe that marketing functions are less
developed for industrial products when compared with
consumer products.
An example will be used to illustrate the above
observations. In Chapter III, through a study of how this
industrial product has been marketed, i.e. what the agent
had done and had not done in marketing the product, the
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reason for its stagnated growth in sales performance will
be discussed. The present sales performance and problems
will be examined. In an ensuing marketing research, it is
hoped that more information could be gathered in respect
of the market demand and trends, the relevant customers
and their needs and the competitors to shed some lights on
how the situation can be improved. The methodology of
such marketing research will be discussed in Chapter IV,
and its results analysed in Chapter V.
Based on results of the findings in Chapter V and
our hypothesis, recommendations for this firm will be made
as to whether it should continue developing its product
and, if so, what sort of marketing strategies it should
adopt.
We believe that the findings of the survey for this
particular product also have implications for the whole
trading sector in Hong Kong.
It is understandable that the main objectives of
most businesses are to make profit and to expand.
Nevertheless, to expand the scope or product line of a
firm without any sound research and specific target,
marketing plans and evaluation methods will cost double
effort and half the result, and is in fact very risky. We
hope that the study can point out to the general trading
firms a direction in which they can move to expand, not
only in terms of number of products handled and




TRADING FIRMS IN HONG KONG
AN APPRAISAL FROM THE
INDUSTRIAL MARKETING PERSPECTIVE
Economic Development of Hong Kong
Some people advocated that the United States of
America, when compared with the experience of European
countries, has undergone an accelerated and condensed
growth from an agricultural economy to the world's leading
industrial, commercial and financial state. The evolution
of Hong Kong's economic activities in fact have been even
more rapid. This is because this evolution is induced by
a combination of external factors, such as the influx of
industrialists and workers in the late 1940's, the Korean
War and subsequent embargo on trade with China, the
further influx of population from China during the
Cultural Revolution, massive inflow of foreign investment
in the 1970's, and more recently the development of Hong
Kong as a base for gar East and particularly China trade
by a lot of foreign commercial and financial
establishments. The transition therefore should better be
described as revolution rather than evolution, so much
so that some steps which were experienced by developed
economies have been skipped. Another resultant phenomenon
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is that not every participant in the same sector has
reached the same stage of development.
Marketing Development
Taking the example of the United States again, the
marketing development history can be splitted into four
phases1: Phase 1 is the mass-distribution phase in which
manufacturing firms tried to create mass-distribution
systems by building wholesale and retail outlets to move
the mass-produced goods. Phase 2 is the
aggressive-selling phase in which aggressive selling by
salesmen and advertising pushed practically any available
goods through to the customers. There was relatively
little difficulty in producing goods and services, but the
danger was producing the wrong goods and selling without
satisfying the customers. In the market-orientation
phase, seller of goods and services used research
techniques to identify and measure demand in individual
market segment, and where necessary, tried to influence
individual's wants and tastes by promotion techniques and
special sales promotion. The final stage of development
will be the marketing-philosophy phase in which the entire
administration of a firm functions to develop, produce,
distribute, and sell a product from the customer market
point of view.
1 Lipson H.A. and Darling J.R., Marketing Fundamental
next and Cases, Wiley, New York, 1974.
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In this new marketing concept, companies must
produce/sell what customers want because profits come from
customer satisfaction. It is therefore necessary to
select target groups of customers whose wants have been
identified, to integrate and coordinate all company
activities toward developing-a marketing strategy for each
group of customers, establish specific goals and targets
(in measurable terms such as sales volume, profit, market
share, image, etc.) and to commit the company's resources
to reach these goals.
When we look around at the trading firms in Hong
Kong, we find that they are in various phases of marketing
development. A majority of them, notably those of smaller
sizes, are still trying to pick up as wide a product range
as possible and to develop wholesale and retail
distribution outlets through the efforts of executives who
are more product- and profit-conscious than
market-oriented. Some have progressed to the aggressive
selling stage while other larger trading houses have
reached the market-orientation stage.
Marketing of Industrial. Goods
It is also noted that companies handling industrial
goods tend to have a less developed marketing function.
The general belief is that less gimmick is required to
sell industrial goods because:
1. The demand for industrial goods is derived from
demand for consumer goods and services and
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government purchases
2. The buying motives tend to be more rational for
industrial goods
3. The market is smaller, more specific and easier
to reach-
4. Industrial goods are usually purchased in bulk
so that a few customers can already support the
business
5. Industrial goods are more standardised and so
there is little that image-building and
packaging can do
6. Purchase of industrial goods is often guided by
detailed descriptions and specifications and
done through bidding or tendering.
Marketing Concept Equally Important
for Industrial Goods
Despite the difference in aistrinution cnanneis aim
the above dissimilarities arising from the difference in
the characteristics of industrial and consumer goods and
their buyers, there are fundamentally common objectives in
industrial marketing and consumer marketing:
a. To result in a'profitable organization
b. To maintain and expand the share of the market
c. To achieve efficiency in the use of resources in
the operation
d. To market at all times the right product(s) to
meet consumer needs or desires.
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e. To be alert to any change in the market,
development of new products and competitors
f. To develop and maintain a good name and image
for the company.
Under the present rate of technological
advancement, the variety of-industrial goods available on
the market which can perform the same function has grown
tremendously. Specialising in manufacturing and the
production of semi-finished products also offers more
alternatives for consumer goods producers and facility
builders. This means the market for industrial goods is
becoming nearly as complex as that for consumer goods.
Users and buyers are given a much wider choice of
products, rather than the conventional and standardised
raw materials. As such, the same marketing concept
applies to both industrial and consumer marketing.
In fact, industrial marketing has the advantages of
more direct access to the consumers because of a simpler
distribution network and smaller number of buyers
involved. Thus, they can obtain more accurate data and
information about the market demand and the customer's
need. They are also able to get more direct feedback from
customers about their products so that their performance
can be evaluated and strategies suitably adjusted.
Situation in Hang Kong
inf:ustrialHowever, very few trading firms handling
goods in Hong Kong realise. the importance of marketing
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concept to their success.
Typically, these firms are managed and staffed by
technical personnel. For example, managers and salesmen
for electronic components are often electronic engineers
themselves while those for construction materials are
mostly civil or structural engineers. This is partly
because these professionals through their working
experience may have developed contacts with suppliers and
buyers of the related products and would naturally switch
to trading of such products when opportunities arise.
Secondly, it is also believed that the sales-persons need
to speak the language of the customers in order to
understand the latter's need and to provide both pre-and
post-sale services. Nevertheless, this has the effect of
over-emphasising the product function and neglecting the
marketing function of the firm. This lack of marketing
concept among the management and staff of such firms have
often led to threats, slow-down and even decline in the
product-sales growth.
It is very common that a few people with similar
technical background and some sales experience will pool
their resources (including capital and contacts) together
to form a firm. Thinking that sale and profit are
essential to the survival and growth of the firm, they
would explore and accept practically any available items
to add to their portfolios and also to contact any
company which appears to be potential buyers. In so
r1n n. some succeeded and some failed. Some of those who
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succeeded, by luck or otherwise, may also face a
stagnation in selling their products or crises arising
from new and competing products, loss of good customers to
competitors, loss of agency rights, etc. The firm may be
disbanded without realising the root of the problem. They
may form new companies with other partners, try to sell
another range of slightly different products in the same
manner and the cycle repeats.
This phenomenon is indeed most disheartening.
These businessmen are equipped with professional
knowledge and experience, good contacts with both
suppliers and buyers, and they spend their own
life-savings investing on these businesses and starting a
new career without knowing the key to the whole game.
In the following chapter, we will look at a typical
example of such firms and see how this lack of marketing
concept has affected the business.
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CHAPTER III
THE CASE OF BUILDER-MATE AND VOLCLAY
Background
The construction industry in Hong Kong has been
growing significantly in the past two decades because of a
mixed variety of factors-- growing population, expanding
and diversifying economy, public works programme even
during the down swing of the economy, and so on. The
limited buildable area available has caused these new
development and expansion to be done by reconstruction on
existing sites as well as opening up hillsides and
reclaiming the sea front. It also means that the height
of the buildings need to be extended vertically, either
upwards or downwards, to maximize the space produced on
the same site area.
Present Study
The present study is focused on how Builder-mate,*
a local trading firm, has been marketing a specialised
building material, VOLCLAY, and what it should do before
making further decision. and plans for marketing the
product.
* The name of the company is disguised
13VOLCLAY
VOLCLAY is a brand name patented in USA for a
product made of a mineral, called bentonite, for
construction use. Bentonite has'-an expansion capacity of
10- 15 times of its volume in dry form after putting into
contact with water.
VOLCLAY comes in the form of corrugated paper
flutted with bentonite. To provide waterproofing effect
for underground structures such as basements and tunnels,
VOLCLAY panels are applied to the outer walls of
underground structures. Upon backfilling, water in the
soil or the surrounding environment will gradually
disintegrate the paper containing bentonite, leaving a
continuous gel-like layer of the volcanic soil which will
further expand surrounding the underground structure and
protect it against leakage.
The features of VOLCLAY panels are that they are
easy to apply, they can effectively shorten the time
period required in completion, and they are very reliable
with little or no maintenance implications. The price of
VOLCLAY panels, when directly compared with other
substitutable products (material alone) is about 40%
higher. But when taking into account the savings in terms
of labour cost, machinery and tools rental,
advanced-completion bonus and future maintenance cost, the
product is not as expensive as it appears on the quotation
(A comparison between VOT,CTTY and other competing products
is provided in later sections).
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Builder-mate
Builder-mate handles a wide range of products
which can be divided into three main categories:
underground waterproofing systems, gas/water pipes and
joints, and bulk bentonite. This represents a significant
expansion in product range when compared with its business
during the first year. The sales performance and the
relative share of the different categories of products in
the past 3 years are as shown in Appendix 1.
How VOLCLAY Has Been Marketed
Background
Builder-mate imports goods mainly trom USA, Japan
and Britain for local sale. Among its suppliers, US Soil,
which supplies bentonite soil, is one of its major trading
partners. In 1983, US Soil offered Builder-mate the
opportunity to sell VOLCAY, a processed form of bentonite,
in Hong Kong. The offer was made because Builder-mate has
achieved satisfactory sale of bentonite and other goods
supplied by US Soil in Hong Kong. No franchise was
charged by US Soil on the agency of VOLCLAY, and as a
token of support, VOLCLAY was supplied on an open-account
basis. This means Builder-mate could start selling
VOLCLAY wihtout any initial capital input. The agency was
accepted by Builder-mate a second thought.
Sales Target
As there was no capital outlay involved, the sales
target was not based on any financial calculation or
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break-even analysis. Rather, it was an arbitrarily set
figure decided by the General Manager and the Sales
Manager before the beginning of each year. The sales
target and actual performance of Builder-mate in respect
of VOLCLAY for the period 1983-1986 are shown in Appendix
2.
Each year, the company sets a target sales volume
for- each product (which is mainly done by adding a
percentage to the previous year's sales) and quarterly
reviews are conducted to adjust the target according to
actual performance.
Sales Function
No additional sales team was set up for VUL(LAY.
Instead, the work has been absorbed by existing sales
force. As seen from the organisation chart in Appendix 3,
there is no functional division among the sales-person.
Remuneration to sales person in respect of VOLCLAY
is calculated on a percentage basis- a one percent
commission is given to the sales person for every VOLCLAY
contract. There is no minimum quota that each sales staff
has to meet, nor any variation in the commission rate in
proportion to the sales volume. The sales-persons
therefore treat VOLCLAY as an over-time job, i.e. it is
additional to their own job and whenever they are in need
of business to boost up their commission income, they
would try to make more sales calls for VOLCLAY.
16Promotion
The company has done little to promote the product
in Hong Kong. The usual practise is to send brochures of
VOLCLAY by direct mail to authorised persons and building
contractors as listed in the various directories. These
will be followed by telephone calls, and if successful,
personal visits. When making personal sales calls, the
sales staff bring along more detailed publications on
VOLCLAY and bentonite in general. Slides and video tapes
will also be used in case of presentation to larger number
of audience. All these materials are supplied by US Soil.
Each year, Builder-mate places a back-cover
4-colour advertisement on the annual publication of Hong
Kong Builder. The latter is considered to have the best
circulation among people in the trade in Hong Kong.
Last year, Builder-mate has also prepared some
tea-mugs and coasters with VOLCLAY's logo on them as gift
items for its customers and contacts.
Distribution
As mentioned above the product is supplied by US
Soil on an open-account basis. About 1,000 square metres
of panels are kept in stock in Hong Kong which are
available for immediate delivery. Larger orders will take
6-8 weeks to arrive from USA.
Builder-mate has difficulty in keeping any more
volume of VOLCLAY in stock because firstly this will
exceed the amount that US Soil is willing to supply and
Builder-mate will have to pay (by Letter of Credit) for
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any more stock that it wishes to keep. Secondly, there is
also storage problem for this product in 'a humid
environment like Hong Kong because undue exposure to
moisture will partially dissipate the product's expansion
and waterproofing power. Special. storage premises (with
dehumidifying facility) will be required if VOLCLAY is to
be stored more than two months under normal weather of
Hong Kong.
Pricing
So far, Builder-mate has been setting the price
for VOLCLAY on a cost-plus basis. A 25% margin is added
on to the price quoted by US Soil to cover freight,
storage, delivery, sales cost and profit. As a result,
VOLCLAY is generally 40% more expensive than- other
waterproofing materials on a volume for volume basis.
This has caused some difficulty in reaching the middle to
lower end of the market.
Evaluation of Sales Programme
VOLCLAY is consicierea just a small part of the
business to Builder-mate. Therefore, not much attention
has been paid to monitor the sales performance of this
product. It can be seen from Appendix 2 that the sales
target and the actual sales had never been close in the
past three years. No evaluation or positive measures have
been taken to improve the situation.
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Preliminary Assessment
From this cursory run-down of the various aspects
of how Builder-mate has been selling VOLCLAY, it can be
seen that the introduction of this product to the local
market was a totally unplanned event. If we assess this
against the marketing concept described in Chapter 2, it
can at best be described as amateurish. Builder-mate is
still in the mass-distribution stage in which it tries to
grasp any opportunity to expand its product range without
finding out anything about the market demand and customer
needs and in the absence of any comprehensive marketing
plans.
What Builder-mate Should Do
In our opinion, Builder-mate should at this stage
conduct a thorough appraisal of the company's marketing
objectives and functions. It should try to develop among
the management and the sales staff a better understanding
of marketing concept and attitude to adopt in trying to
make a product successful. An analysis of the company's
strengths and weaknesses, and its resources which can be
deployed in a marketing programme should be done. As
regards the specific issue of VOLCLAY (and indeed any
other product), it should conduct a market research to
find out more about the market demand, the share of market
it can attack, the needs of its customers and who they
are, competing products and competing firms etc. It
should then make use of the result of such studies and
decide on whether the product offers a viable business,
19





A situation analysis is an essential pre-requisite
to further search of new data and information. It can
tell the researcher where the firm is at present, how and
why it has got there and where it appears to be going. It
can also point to areas where new information is needed to
paint a complete picture and to formulate new decision.
Tntcrnal Situation Analysis
This is more or less what Chapter III has done,
i.e. it makes use of the company's own record such as
sales analysis, ratios, historical performance and trends,
staff's opinions and any other available information about
the firm in respect of marketing this product and provides
a basis for further research.
External Situation Analysis
This involves a brief review of sucn seconaary
information as official and semi-official publications,
trade and professional papers and journals, published
research reports, directories, manuals, catalogues, etc.
A small survey of people knowledgeable in the field will
also be useful to give more information on the general
conditions of the market and insights into the marketing
business.
21
Conducting a Marketing Research
Marketing research is essentially an aid to
management and not a self-contained function that can
usefully or profitably operate in isolation. The
functions of marketing research- the provisions, analysis
and interpretation of relevant marketing data- are common
to, and performed by, all businesses. The real choice of
management is not between having or not having a marketing
research programme, but rather effective or ineffective
use of information. The purpose of industrial marketing
research is, in general, to aid management through the use
of research techniques and analytical methods, in making
decisions relating to the firm's products in order to
reduce costs and increase profitability. The vital
corollary is that it is not a substitute for top
management's judgement, but is an aid to that judgement.
Sampling
As in many cases of industrial marketing research,
the total universe to be studied is small. Indeed the
local construction industry, in monetary terms, are
dominated by a small number of companies who represent a
significant share of the market, with the residual output
contributed by many comparatively smaller firms. This is
true in all cases of contractors, architects and
engineers, and devol^pers
As explained previously, the decision-making
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process involved in the purchase of construction materials
like VOLCLAY is quite complicated. In addition, taking
into account the time and cost factors, a sample is







In order to elicit information from sources
escribed above, either of the following must be employed:
personal or telephone interviews, postal questionnaires or
visual techniques. The following factors must be taken





Finally, personal interviewing are aeciaea upon as
it has the following advantages over the other techniques:
i) The volume of information that can be
obtained far surpasses any other approach.
Interviews can be continued for as long as
the interviewer can hold the interest of the
respondent. Furthermore, it is possible to
elucidate obscure replies and re-phrase or
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explain questions which are unclear to the
respondent.
ii) There exists great flexibility. The
interviewer can always play down questions
likely to create antagonism, resistance,
aggression or bias and skip questions and
return to them again, to cross-check and to
introduce 'control' questions.
iii) As the sample is small, the usual problems of
cost and time associated with personal.
interviews do not exist.
In structuring the interviews, in order to
encourage continuous thought by the respondent along
natural-thought channels, partly-structured (within a
framework of prepared questions) technique will be
employed. A partly-structured interview can proceed on a
much more informal basis than is attainable by a
structured interview, and it can begin at any point which
the interviewer can successfully introduce and can be
worked round the whole subject, crossing and re-crossing
some avenues of inquiry, validating, directly or
indirectly, statements already made, probing, clarifying,
developing interest in new lines of inquiry and abandoning
unsuccessful ones. The respondent, under the stimulus of
the interviewer, can frequently produce ideas, comments
and suggestions which might never have occurred to him in
the course of a structured interview.
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Questionnaire and Pilot Surey
After deciding on the field technique, it is
necessary to design the list of questions to be asked, or
the questionnaire. Individual questions must be designed
to attract respondents to give valid and reliable
information about the subject, and to do this with the
minimum distortion or bias.
Some pilot survey work will be carried out to
assist in understanding the problems and difficulties of
actual or potential users of VOLCLAY. A series of
informal discussions with selected individuals from the
groups previously described will be used to obtain
valuable background knowledge which can then be used in
developing questions around the subject areas.
The questionnaire wil be pilot-tested through all
the stages of its development. This involves re-writing
questions several times, changing their sequence or style
of composition. The questions in the final questionnaire
will be specific, clearly understandable, capable of being
answered by the particular population sampled, and free
from bias.
Well organized piloting aims at achieving the
following:
1. To reveal misinterpretations owing to ignorance
or misunderstanding of questions, and indicate
differences in the frames of reference between
researchers and respondents.
2. To test the accuracy and relability of sampling
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frames before extending their use to the main
sample survey.
3. To indicate the time and cost involved, so as
to carry out modifications if the findings
reveal such requirements.
The final questionnaire for use in the interviews





Further to information pertaining to Builder-mate
described in Chapter 3, more information about the
external situation is also obtained
General Marketing Practise in the
Construction Material Business
In any civil engineering or building contract, the
total costs comprise of three elements, namely labour,
steel, and concrete and others, each of more or less equal
proportion. Depending on Government's budget on public
works and the property market, the total volume of
transaction for the major construction materials are
easily estimated. In another words, the demand for these
markets, unlike those for consumer goods, are less elastic
to price and supply. The markets for steel and concrete,
for example, are dominated by large manufacturers and
traders whose objectives are to expand their market share
at the expense of their competitors, rather than seeking
to further expand the market or usage. As the products
available on the market are very similar in quality, the
compPt ticf edge is price and delivery. As such, traders
in these two trades derive their profit more on the
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mance between import/manufacturing and their
maing tendering/offering prices due to stocking rather
That
promoting their products through typical marketing
de face
paries such as advertisement and sales force.
asphalt
Specialised building materials, however, are given
gent in
ment attention. For example, bathroom equipment
resent,
inding tubs and basins), doors and gates, wall
t. Its
res and paints, are sold through a more volatile and
steel
m.tive market. The variety of products in the same
may is great, potential of usage may not have been
edeveloped, and often products of different category
duringcompetitive with each other.
res inThe product in question, namely VOLCLAY which is a
ted tocroofing system falls somewhere in between these two
otheraes of building materials. While its market (i.e.
iple isities which require underground waterproofing
hemicalties) is predetermined by factors other than the
ig, theroofing materials itself. The use of this product
ame asa other traditional construction methods/system, such
shalt and concrete can be expanded. So far, firms
ong various waterproofing systems adopt a rather
(if at all existent) marketing strategy. Price is
Dseal
considered the most important factor influencing the
oncrete




It is useful to look at the various competitive
29(D) Drainage Channels
This should not be considered as a waterproofing
method, but rather a water-draining method. By
building a narrow trench between the inner and outer
walls of an underground structure, water is allowed to
leak into the trench but subsequently drained away by
drainage channels and sump pumps. The basic material
for constructing such. channels is concrete whose
marketing functions have been highlighted.
A comparison of the above products is summarised
in Appendix 3.
The share of the market for underground
waterproofing systems can be summarized in Appendix 4.
As mentioned above, none of these waterproofing
systems have formed a target marketing project for any
of the companies which handle them. Either the
products usage in underground waterproofing treatment
is but a small percentage of its total market, or the
items are just additional lines in existing firms
which may have totally different market segments.
Market Performance and Potential
It is seen from past records and information that
the use of high quality underground waterproofing products
was increased significantly when Tsim Sha Tsui East was
developed. Of all the blocks built in the area, about 80%
have basements with one or more levels. Of these, 50%
used VOLCLAY. However, in the recent two years, when
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construction projects concentrated more on residential
development and industrial buildings, use of underground
waterproofing system in construction projects seems to
become stagnant.
However, recent plans announced or commenced by
Government in civil engineering work has shed some hope on
increase in the demand for these products again. The Cape
Cairn Tunnel, the second cross-harbour tunnel, etc. all
involve a significant proportion of tunnelling and
underwater works which require high quality waterproofing
systems.
The Buying Process
In the planning and implementation of a
construction or civil engineering project, some developers
may solely rely on an architect on the design as well as
coordination of all engineering specfications, while
others (especially in the case of larger projects) may
appoint consultant engineers to take over after the
designing stage. The general practise of purchasing and
appointment of contractors/supplying agents in the
construction business is by tender. The drafting of
tender documents therefore determines the requirements of
the project, and sometimes even the method, quantity or
even specific systems are specified. For example, in
cases where underground waterproofing is required, the
architects or the consultant engineers may specify in the
document VOLCLAY or its equivalent. Bidders would as
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far as possible follow the requirement and quote prices on
the basis of using VOLCLAY. However, the clause or its
equivalent which is necessary to avoid allegations of
corruption also allows bidders to prepare and quote an
alternative product, given some justifiable reasons such
as unavailability of the specified product in the market,
long delivery time required or large discrepancy in
prices. In short, it seems crucial to convince architects
or engineers who draft the tender document of the need to
specify a particular product, but some influence may also
be exercised by the contractors.
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Summary of Builder-mate/VOLCLAY Situation Analysis1
Construction industryA. Economic and Industry
continues to grow
Demand for high quality and
easy-to-apply building
materials to grow.
Sale of VOLCLAY likely toB. Company Forecasts
remain stagnant at $5.5M in
1987
Market share to reduce form
20% to 15%
Profit continues at medium-
low level.
The estimated salesC. Planning Gap
performance fell short of the
company's target for 2 years
Will have to lower target or
to develop new strategies for
achieving the target. (Note
US Soil will not tolerate any
further shortfall in sales
performance).
1 This summary follows the SEIBERT format as in SEIBERT,
J.C., Concept of Marketing Management, 1973
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Commercial complex withD. Market served anc
basements servednot served








Competitors ranked by market
F. Competition
share are: BITUTHENE, 40%
situation
JIFFY-SEAL, 25% VOLCLAY, 20%.
Competing products are in
general 40% cheaper than
VOLCLAY 'excluding the effects
of labour costs and future
maintenance).
G. The Marketing Mix






Limited sales efforts company
2. Distribution
not well-established productpolicies and
known by most potential
channels
customers but sales coverage
not comprehensive.
Promotion not considered3. Promotion
important in the trade
(including competitors)
Sales force too small and
salesmen not devoted to this
product
Little advertising, but has
used a widely circulated
journal.
Price is not competitive4.pricing
especially in a tender system
in which the lowest bid is
usually accepted.




Shortfall in skilled labour in
construction industry
Growing demand to complete




to new products especially
those at higher costs
Limited manpower and financial
2. Internal
resource to develop the
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product




Established relationship with1. Strengths
US Soil and very good trading
terms so far
Strong technical support among
staff
Young team of management and
sales who are receptive to new
ideas and changes
Has acquired 20% of market
share and has proved VOLCLAY's
reliability and efficiency.
Company financially not very
2. Weaknesses
strong
Lack of management knowledge
and experience, especially in
marketing.
K. Opportunities




May expand into civil
engineering works such as
tunnels and reclamation
May Group sales effort on
36
VOLCLAY with other
complementary products and aim




May streamline product range
to concentrate in products
with higher profit margin.
Evaluate the present product2. Cost-efficiency











Slow and reversed growth due
1. Key Problems









2. Key opportunities Increase market share by







After carrying out all the interviews, we are
confronted with a mass of data and information. Before it
is possible to arrive at any conclusions and prepare a
report on the findings, we must create some sort of order
in-the answers obtained.
The use of numerical concepts (counting and
measurements) is unquestionably the limit which precision
in marketing research can reach. However, qualitative
concepts, precisely defined, are of equal and not
infrequently, of greater importance in achieving research
objectives where quantification is not always possible.
The qualitative approach in industrial marketing research
is important not only because quantitative analyses are
sometimes impossible to construct but also because even
when this is possible they cannot attain the same accuracy
as in consumer research.
In the following sections, answers from
respondents to questions in the questionnaire are grouped
and presented while analyses and interpretation of such
will be left to the next chapter.
Respondent's Background
Research data must always be viewed against the
background of this collection, and respondent's background
is of special importance. As a result of the constraint
imposed by time and resources, and the fact that each
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interview that we had was lengthy a total of twenty
professionals were interviewed, with their particulars
summarized in the following paragraphs:
A. Architects Six architects were interviewed, among
whom five are involved with both design and contract
administration work while one is involved with only
deisgn work.
B.-Engineers: Six engineers were interviewed, among whom
four are civil engineers and two are structural
engineers, and all of them are chartered. The civil
engineers work in consultancy firms whose primary job
is to carry out design and administration work in
various types of civil works such as roads, drainage,
flyovers and tunnels. The structural engineers are
involved with the structural design of buildings of all
sorts.
C. Contractors: In most instances, they are the actual
buyers. Six professionals in this field were
interviewed, they work in the following sectors: two in
site management, two in purchasing and two in
estimating and tendering.
D. Developers They can generally be viewed as the
end-users. A total of two Project Managers from two
local major developers were interviewed.
In this set of questions on respondent's
background, additional information on the purchasing
behaviur and decision-making in general are also obtained
so as to prepare both the interviewee and interviewer for
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the coming questions.
It was found that for architects and engineers,
the governing criteria for choosing a particular
construction method or a specialised construction
material, provided that the costs are basically the same,
are service and reputation while for contractors,
regardless of their particular responsibility of work, the
major criterion is cost, followed by ease of application
and technique and machinery required, and availability.
For developers, the major considerations are cost and
maintenance required.
Concerning the question of purchasing channels, it
was found that the contractors usually purchase particular
materials by invitation tender wherein they ask suppliers
of the material specified and other similar ones which
they know about from past experience to quote. For
architects and engineers, they usually specify materials
which they have used before or those referred by other
professionals in the same sector.
When asked about the source of information about
particular construction materials, especially new
products, it was found that the majority of the
respondents obtain such information from professional
journals and construction magazines (73%), and also from
sales calls by sales persons (18%).
About Waterproofing Works
Among the projects participated by the respondents
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in the past few years, it was discovered that there was a
more or less constant proportion which have basements or
other underground structures. Taking all the respondents
into account, only 15% of the projects that they have
involved in have underground structures. Furthermore, the
answers given reveal that all such underground structures
have used waterproofing systems., some have even more than
one system.
For the projects where the respondents have
participation in the past three years, the types of
waterproofing systems used for the underground structures
and their respective proportions can be shown in the
following tables
No. of projects





Furthermore, additional and more specific
information was obtained from the respondents on external
waterproofing systems:







The person making the final decision about the
choice of a particular waterproofing method/material
varies among our sets of respondents. For an architect or
engineer, the decision-maker is usually the project
architect for a developer, he usually leaves such
decisions to the architect for a contractor, taking into
consideration the specified method/material, the
decision-maker is either the Purchasing Department or site
management.
Coming to the question of principal factors
influencing the decision to choose either type of the
systems, it was found that the findings were similar to
those for a general construction material (as covered in
the previous section respondent's background).
Theoretical dependability is generally thought to be
immaterial as all systems are theoretically ideal. In
general, architects and engineers put past performance and
other user'/experts' comments as top items on their
priority list, in that order while contractors consider
cost and ease of application as the most important.
When asked about what the ideal waterproofing
system is, the respondents have the following answers:
No. of respondents










Furthermore, among the fifteen who choose external
waterproofing systems, they are asked to differentiate
their preference among the various types:
No. of respondents
choosing the ideal system
Membrane 9 (60%)
Rock Asphalt 5 (33%)
1 (7%)Plastering
Market Demand
The first question asked in this section is on the
market demand trend on underground waterproofing materials
over the past year. The answers could be divided into two
groups: those involved with civil works and with building
works. The civil engineers and civil contractors felt
that there has been a slight increase of about 5% per year
in the past three years, primarily due to the fact that
more tunnels are being built. On the other hand,
architects/structural engineers felt that after the demand
dropped significantly in 1981, the usage of waterproofing
materials in the building sector has basically remained at
the trough, with an annual decrease of about 2%. They
anticipate the demand to stabilize or increase slightly in
1987.
Most respondents do not think that the above
trends apply to the whole of the construction industry
because in both civil and building sectors, underground
structures are usually only associated with specific
sectors of the industry and cannot reflect the actual
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overall market situation.
With the advancement in technology in
waterproofing membranes, there is a marked trend that more
and more people are turning from the traditional rock
asphalt and other systems to membrane systems. vWith
their advantages proven over the years, it is expected
that membrane systems will gradually take up larger shares
of the market.
For Contractors Only
Waterproofing materials, being highly technical
and having significant influence on the future conditions
of the structure in question, are usually specified by
architects in the tender documents. The buying process of
the contractor is as follows: after being awarded the
tender, the Project Manager/Site Agent will go over
thoroughly the project detail. When they come to
waterproofing materials, they will ask their Purchasing
Department to obtain quotations of the specified material
and other similar ones. If the specified material is
considered to be inferior to another similar material, the
contractor will write to the architect officially
requesting to change the type of waterproofing materials,
describing his reasons. Finally, the Purchasing
Department will place the order.
Knowledge of the Product
In this section, respondents were asked about the
waterproofing systems that they knew about and were
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currently using. It was found that in general, the
respondents are most familiar with membrane systems and
rock asphalt (25% mentioned VOLCLAY-). Naturally, these
are also the ones the respondents are currently using or
specifying in their respective projects.
Most respondents regard internal plastering as the
cheapest alternative, while a combination of two or three
systems will be the most reliable if they are allowed to
choose only one, most will choose external membrane
system. Opinions differ concerning the system with the
best sales service as the respondents are using or
specifying materials from different suppliers.
Respondent's Valuation
In considering the selection of a particular
supplier/brand of waterproofing material, the respondents
attach to the following attributes varying degrees of
importance according to the following scale:
5= of critical importance
4= important
3= average
2= of some importance





0 1 2 3 4 5
Ease of application 1 2 3 8 6
Quality control 5 9 6--
9 9 2-Theoretical reliability
Ease of storage 1 2 2 6 8 1
Shelf-life 2 4 4 10--
(B) Supplier Attributes
Rankinq
0 1 2 3 4 5
-- 4 4 5 7Low price
Good discount 3 3 6 1 2 5
Credit terms 5 5 2 2 6
Availability -- 4 4 4 8
Reliable delivery 5 5 10
Technical advice - 1 2 7 10
Rebate 15 3 1 1 - 1
In addition, the respondents generally rate the
companies supplying waterproofing systems as inefficient,
progressive, averagely friendly and reliable, and
possessing bad service.
Expectation
It was generally agreed that the waterproofing
systems being marketed in Hong Kong are technically quote
dvanced, as similar to many other construction materials.
The problem usually arises from the local agents selling
the system who are in rare cases responsible corporations,
and sometimes they even send their salesman out before
they have thoroughly understood the system in question and
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rely on the architects to obtain knowledge on the products
from the catalogues and brochures.
Others
Most respondents (95%) have heard and know about
VOLCLAY. The general opinions obtained from the




Reliable 1F installed properly






Little negotiation on price and credit
Inefficient
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summary of Survey Results
The key issues of the research findings can be
summarized as follows:
(a) The waterproofing materials market as a whole
in Hong Kong is basically stagnant for the past
three years and is expected to remain so in the
coming years due to the general economic
environment. However, there appears to be a
general decline in the market sector of buildings
(residential/commercial/industrial) which is
counterbalanced by a more or less identical
increase in the civil engineering area.
(b) With experience gathered over the years,
professionals in the construction industry have
generally much greater acceptance for membrane
systems as an alternative to traditional rock
asphalt. It is observed that membrane systems
have indeed captured a bigger market share than
rock asphalt. This trend is also expected to
continue in the coming years.
(c) Due to the advertisements and sales efforts by
Builder-mate in the past years, most interviewees
do know that about VOLCLAY. However, they
generally feel that there are defects for the





Recognize the Importance of Marketing Concept
The situation analysis and the market research have
both pointed out that Builder-mate is far from being an
efficient marketing firm. Much of the information
gathered about the market and the needs of its customers
were previously unheard of by the firm. In aspects which
the firm is aware of, no action or plan were taken to make
use of such knowledge with a view to achieving better
results (in terms of sales volume and profit level). More
fundamentally, they reflected that there is a total lack
of marketing concept and systematic strategies behind the
operation. Builder-mate has in fact been treading on very
dangerous grounds and it was fortunate of them not to have
incurred great loss so far.
Our first recommendation for Builder-mate is to
begin to realise the importance of marketing concept.
Launching a product blindly may not only waste all
financial and human resources of the firm, but may also
close the door of the firm for the product as well as its
other opportunities. The current study reveals that there
is substantial demand and customer preference for VOLCLAY.
So Builder-mate's original decision to launch the product
can be justified restrospectively. However, their lack of
50
marketing concept has led them to sell the product in the
conventional way-- without finding out where the demand
actually lies and how much is required, who the
targetcustomers are, their buying criteria and habit,
their doubts and reservations on the product, what
competitive products are- and their strengths and
weaknesses. This in turn caused inadequate or wrongly
distributed promotion and sales effort while leaving the
potential customers unattended and susceptible to other
competitors. We are not advocating that marketing
theories can be applied across the board nor that they are
the all-purpose cure of any business problem. However, we
strongly believe that recognition of the importance of
marketing concept to a trading firm such as Builder-mate
is the necessary and first step to bring about and to
sustain success.
Whether Builder-mate Should Continue Selling VOLCLAY
Judging from the findings of the interviews with
architects, engineers and contractors, there is a prima
facie case for marketing VOLCLAY. These users have
indicated that there has been a fairly stable demand for
underground waterproofing system over the past few years,
and they would prefer to use a larger proportion of
external waterproofing materials of which VOLCLAY is one
of the choices. The sample survey shows a potential for
external waterproofing materials to grow from 57% to 75%
share of the market (by volume). However, in view of the
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small size of the sample surveyed, we suggest that
Builder-mate should conduct a more thorough market survey
to ascertain the potential of external waterproofing
system, especially that of membrane type, and to evaluate
the share that VOLCLAY can aim to achieve in the short-
and long-run.
We understand that Builder-mate may have
difficulties in commissioning such a survey in Hong Kong
due to its limited financial resources and marketing
research expertise. An alternative is to seek the
assistance of US Soil in both aspects, i.e. to seek their
advice on the basis of their experience in marketing in
the States and elsewhere and to ask them to share part of
the cost incurred in such a survey.
In order to facilitate consideration by the
management of Builder-mate and to prepare a proposal to US
Soil, the following recommendations are drawn based on the
information obtained so far.
Setting of Marketing Objectives
The objectives in respect of marketing a particular
product must be set in connection with the company's
objectives and its marketing objectives for other
products. In the case of Builder-mate, this will involve
a completely fresh exercise since the company has never
had any formally set objectives. Nor have the marketing
of various products been rationalised to tie in with and
complement each other. As in the case of all private
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enterprise, the main objective of Builder-mate is to
increase the profit. However, whether this should be
achieved by changing its profit-margin or transaction
volume or both is not consciously decided. The firm
should further consider possible alternatives and select
one that can maximize profits rather than trying to add
bits and pieces to its operation in an unsystemmatic
manner.
Primary Objective:
The company's primary bjective should be set in
terms of sales volume, market share and/or profit. In the
present case of VOLCLAY, the actual target to be set
depends a lot on the results of the thorough marketing
research to be conducted. Our preliminary assessment is
that the product can aim to capture a larger proportion of
the market for membrane (44% at present to at least 70%)
and to grab the opportunity when more users shift from
admixture and internal waterproofing to external
waterproofing. The latter can increase VOLCLAY's share in
the total waterproofing market by another 30%.
Secondary Objectives
The above objectives can be expressed in greater
details by dividing the sales target by market segments.
Strategic Planning
Another change we recommend to Builder-mate is to
rAfrain from the conventional concept of planning, i.e.
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how to do things better, but to adopt the concept of
strategic planning. The latter means that one should look
for the best thing to do among all the possible
alternatives.
Strategies
To describe in simplified terms Builder-mate should
consider the following alternative strategies:
1. No change to present operation
2. Specialise in specific product line(s)
3. Diversify product lines
4. Diversify target market segments
5. Integrate vertically e.g. with US Soil
or construction companies/contractors
6. Integrate horizontally e.g. with agents
of other products
7. Expand geographically e.g. into China
and Macau
8. Improve current operations
Our initial findings point to the adoption of
strategies 2, 4 and 8. We believe that by streamlining
the product lines, the company can economise its sales and
promotional resources and in turn increse the profit
margin or increase its competitive edge by lowering its
price. We also observe that there is a potential market
segment in the civil engineering sector. For example, the
construction of the second Cross Harbour Tunnel and Cape
Cairn Tunnel require a large amount of high quality
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waterproofing materials. It is very likely that a
combination of several systems will be used in such works
and there should be a place for VOLCLAY. Another
potential market segment lies in the medium range
residential/commercial complexes in which basements are
built for carparks and shopping arcades. Again, more
accurate data should be obtained by further research
before a specific target is set. Strategy 8 which
advocates improvements in current operations should be
adopted at the same time in order to create a more
marketing-oriented organisatin setup, to streamline the
existing sales function, to improve the technical support
given to customers, and to eradicate the customers'




We recommend that the marketing aivi51Vi1 UL 1.11=
company be re-organised and strengthened. The sales force
should be divided into functional teams, each handling a
group of complementary products which are needed by the
same target market. Within each team, the individual
salesman should be assigned a number of accounts and to
pay sales call to potential customers in the same market
segment. This will able the company to reach its
potential customers in a more systemmatic and
comprehensive way and to provide better pre- and post-sale
service.
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More fundamentally, the company should improve its
communication channel so that more lower level staff are
involved in the goal setting and evaluation process while
the management are also better informed of the progress
and problems of the sales plans and to make necessary
adjustments.
It is of paramount importance that the marketing
objectives (which should be consistent with the company's
objectives) are agreed and supported by management and
staff alike.
Forecasts
We would like to reiterate the importance of market
research in the process of projecting sales performance.
Market research provides the most current and first hand
information about the market, the customers as well as the
competitors. Also sales forecasts should be based on
up-to-date forecast of the demand for properties and
public works and related trades, such as land sales
statistics and projection, plans submitted to
Architectural Services Department, forecasts of steel and
cement trades, projection of sales, prices and occupancy
of various types of properties scientifically conducted
market research. Such forecasts should be regularly
reviewed and amended and reflected in the marketing plans.
Reconsideration of the product range
Much as the case of VOLCLAY, the inclusion of other
rnc9ucts in the company's portfolio was not a result of
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rational marketing decision. They are in fact an
accumulation of opportunities and Junks that were made
available to the company during its few years' operation.
It is high time that Builder-mate should reconsider the
potential of each of the products that it carries.
Depending on the sales and profit performance of the
individual product, whether their respective target
markets are similar or compatible, and whether they are in
a growing or declining stage of product life and so on,
Builder-mate may find that it has to delte some items from
its product range in order to concentrate on those
complementary and profit-making lines. The next step is
then to explore whether some other items should be added
to the portfolio in order to improve the sales of existing
products or to increase the company's marginal revenue.
Product Improvement
The interviews reveal that the buyers are concerned
about the ease of application, the ease of storage and
shelf life of the product. At present, one of the
technical difficulties that Builder-mate itself also faces
is the storage of VOLCLAY in the humid warehouses/depots
in Hong Kong. We recommend that Builder-mate should ask
US Soil to develop a special package for VOLCLAY sold in
Hong Kong and other Asian countries which similar weather
so as to protect the product from reaction with moisture
in the air during storage and lengthen its shelf-life. An
alternative is to add a stabiliser to the bentonite but
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this may lengthen the time required for VOLCLAY to take
effect after application. We think that US Soil should at
least share part of this task if not fully responsible to
adapt the product to suit the local market. By solving
this problem, Builder-mate will also be able to maintain a
larger stock of VOLCLAY in -hand so as to shorten the
delivery time.
Pricing
we have explained previously that the price of
VOLCLAY cannot be directly compared with the material cost
of alternative systems because VOLCLAY can reduce the
overall costs by:
1. it requires little skill to apply
2. it shortens the time taken to apply the
waterproofing system thereby further reducing
the labour cost
3. it takes shorter time to settle before other
work can proceed, thus advances the completion
of the whole project and
4. it reduces future maintenance costs because the
system is highly efficient.
we therefore recommend that bullaer fuctu: 511vu1u
estimate the overall savings that can be achieved per unit
of VOLCLAY before it can assess the true
price-competitiveness of the product. If it is considered
necessary, Builder-mate should negotiate with US Soil for




Availability of the product and prompt delivery
have been cited as important considerations by the buyers.
We think that this aspect can be improved if the shelf
life of the product can be technically increased and
better logistics can be planned based on more accurate
sales forecast, especially in the shorter-run.
Promotion
We recommend that Builder-mate should try to
improve the image of its company in the eyes of its
potential customers. So far, they have been assessed as
inefficient, lacking in technical support and service.
Despite the fact that most potential users are aware of
the product, few people have been specifying it as the
system to be used because the marketing force has not been
far-reaching and comprehensive enough in its coverage.
Again, we would like to suggest seeking the support
of US Soil in promoting this. For example, Builder-mate
can invite a technical consultant from US Soil to come to
Hong Kong for a special promotion campaign. Activities
can include speeches at luncheons and meetings of
professional societies and property associations, seminars
for Builder-mate staff and representatives of user firms,
interviews and feature articles on professional journals
and property-related magazines and press conferences.
This can serve the dual purpose of promoting the product
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as well as builder-mate-- it is important to portray an
image that Builder-mate is serious about the product, that
its staff know exactly what the product is about, that it
is keen to provide good pre- and post-sale service to its
customers. It can also try to improve the position of
VOLCLAY in the market, with a hope that more architects
and project consultants would specify the product in their
specifications and contracts.
Marketing training for staff
Since most of the sales staff in Builder-mate have
engineering background but little training and experience
in marketing, it is recommended that suitable training
should be given to them to inculcate a better
understanding of marketing concepts and techniques. Such
activities may range from inhouse seminars and lectures to
short courses organised by the universities and
polytechnics and Hong Kong Management Association and MBA
programmes. As we mentioned before, it is equally
important for the staff and the management to have the
same concept and philosophy in marketing before any plans
r-an hP n»shPd through.
Control and evaluation system
Just like any other management systems, a marketing
system, or more specifically, a marketing plan, needs to
be properly controlled and regularly reviewed in the light
of its performance and the changing environment. We think
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that the top management should not only be responsible for
the setting of goals but should also be involved in the
review of its implementation. In a small organisation
like Builder-mate, this can be achieved by keeping
up-to-date reports and having regular meetings between
management and marketing staff. As the company expands in
size and divide by functions, it may then be necessary to
set up groups and committees for better control.
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CHAPTER VII
WHERE SHOULD TRADING FIRMS IN HONG KONG GO
The New Marketing Concept
The case of Builder-mate is not a typical of
trading firms in Hong Kong. Much as people described
Shanghai in the 1930's as the paradise for adventurists,
Hong Kong has always been and will continue to be the
paradise for enterpreneurs. This city is full of business
opportunities and anyone with some money or some contacts
can start a business of his own. Furthermore, much of the
economic activities have been forcefully imported to
Hong Kong at an accelerated rate. Infiltration of
consumer products from overseas and by multinational
companies, the absence of import tariffs and barriers,
efficient communication media-- all these have stirred up
tremendous impetus in the economy and created a lot of
ancillary opportunities for the ordinary people. The
result is a very busy and prosperous but also fairly
chaotic scene. While the large trading bongs and
multinational companies may be managed systemmatically,
there are more smaller firms in various stages of
development. However, in such a competitive and
ever-changing environment, those not built on a sound
foundation are most vulnerable.
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We strongly believe that the new marketing concept
is a pre-requisite to long-term success and further
expansion for any marketing firm. As in the case of
Builder-mate, a common thinking shared by many businessmen
in Hong Kong is that theories and systems are just excuses
which salaried managers use to justify their own promotion
and the expansion of their organisation. These theories
are impracticable and expensive and therefore should not
be applied to smaller firm. However, the experience of
Builder-mate is marketing VOLCLAY has clearly indicated
that without realising the marketing concept and adopting
a market/customer oriented approach, even if they are
lucky enough to have achieved some success initially, such
success will tend to be very short-lived and cannot form a
foundation for further expansion.
The marketing concept affects the operation of a
firm in nearly every respect: in the selection of target
customers whose needs and buying behaviour can be
identified, in selecting the right goods for these
customers and to deliver the goods to them at the right
time in the desired form, in allocating the company's
resources in the right direction to achieve the maximum
return and in establishing the company's image and
position.
As the society becomes more affluent and technology
more advanced, more and more products will be made
available for customers to choose from. Consumers are
also becoming more aware of their rights to demand good
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products and service. As such, marketing has become a
more and more competitive business. The conventional
wholesaling and aggressive-selling mentality does not work
any more. It will only mean that the company may be
wasting much of its resources to hit nowhere in the air.
It is therefore high time for trading companies to wake up
to the reality and rationalise their operations in the
light of the new marketing concept in order to be able to
survive and expand in the longer run.
Marketing Objectives vs Company Objectives
The marketing objectives of a company are the
logical extension of the company's objectives. nor
example, if the small- to medium-sized company aims to
achieve a high profit margin in marketing high-quality
products, then it should not blindly launch additional
items in massive quantity which are meant for the general
market other than its own target clientele. The latter
marketing objectives will be inconsistent with the
company's objectives and will either block the existing
resources from the original allocation or commit
additional resources in activities that do not generate
the company's expected return. It may also distort the
company's image and position in the high-quality
high-price market.
More fundamentally, in the new marketing concept,
the whole company should be market-oriented and its goal
is to meet its target customers' needs. If this is the
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commonly shared vision in the firm, then it is more likely
that its company objectives and marketing objectives are
consistent with each other, and that its marketing
functins will contribute tremendously to achieving the
company's objectives.
Fallacy of Losing the Market if You Do Too Well
We mentioned a fallacy shared by some trading firms
that the more marketing effort you make, the sooner you
should lose the market or agency for that particular
product. An example is that in launching a completely new
product into the market, if the agency does a splendid job
in attacking the right market segment, doing a lot of
promotion and advertising and finally succeeds in
positioning the product in the market and capturing a
significant share of the market, it is only making a
founcation and ripe opportunity for its competitors to
enter into the market and reap the harvest. Sometimes,
even the overseas supplier or the franchiser will withdraw
the agency or francise.
We do not dispute the logic and reality of the
above. However, we do not agree that marketing efforts
should be withheld from the very beginning for fear of
losing the business in a later stage. Marketing firms
should firstly realize that there is a life cycle for each
product. Before a decision is made as to whether the
product should be launched, the company should make an
accurate and informed assessment of its expected life.
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Some short-lived products may bring a tremendous profit to
the company during its first few years provided the
company withdraw before its mature and declining stage.
Others may take a much longer time to develop but would
bring a steady and long-term business to the company. It
is therefore up to the company to decide in the light of
its own company objective and resource availability which
type of product it should develop and when.
Importance of Marketing -kesearcn an
Other Marketing Investments
Another common belief among the trading firms in
Hong Kong is that market research is just gimmicks and
games for large companies. Small and pragmatic businesses
should not waste their resources on such researches.
We have pointed out in preceding chapters that
marketing research is essential in order to obtain and
analyse relevant data to form the basis of accurate
forecast and sound marketing decisions. It will be most
useful if a marketing information system-- i. e. a set of
regular procedures and methods to collect, analyse and
report information to the management be set up. We hope
that our study of the case of Builder-mate and VOLCLAY has
pointed out the information gap that needs to be filled by
such researches and system. In the absence of such
information, the company has not been able to reach its
target customers and convey to them that the company and
its product can meet their needs or make an effort to
ensure that they can really do so.
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We think that businessmen should not be put off by
the impression that these are 'expensive' ideas. There
are in fact economic ways to obtain the same information
without commissioning an expansive 'consultancy or setting
up a standing Research Department in the firm. In the
case of industrial. marketing -firms, for example, where
sales personnel have more direct contact with the
end-users, they can always obtain useful information about
the market demand and about its competitors as well as
feedback about the company and its product. In order to
make the information so collected more meaningful and
relevant to the company, the management should make a
careful plan and set up a simple but efficient reporting
system. Staff should be well briefed on the purpose and
use of such data. An alternative is to make use of
secondary information that are already available. They
include published and unpublished survey reports and
relevant researches done overseas that is trading partners
may be able to provide.
Evaluation and Control Equally Important
Evaluation and control are mechanisms by which
actions which are not efficient or have become inefficient
due to changing circumstances in aiding the company to
achieve its marketing objectives are identified and
corrected. Without such mechanism, a marketing plan now
matter how well planned made turn into a total failure or
at best implemented with unnecessary waste of resources.
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To start with, a company must have a good plan and a set
standard of achievement. The performance in respect of
sales volume, market share, marketing cost and gross
profit should then be regularly 'reported, evaluated and
actions suitably adjusted. Sometimes, it may be necessary
to put the plan to a halt or to scrap the whole idea. But
this can put an end to unnecessary and open-ended loss to
the company.
Communication within the Organisation
Communication within the organisation, both
vertically between management and staff and horizontally
among the various functional and divisional teams, is
essential in leading to the successful achievement of the
company and marketing objectives. In the whole process of
goal planning, information gathering and analysis,
planning and implementation, evaluation and control, the
company must behave like a whole organisation. It should
have a concept and goal which is commonly shared by all
members. Information flow should be free and efficient.
To achieve this, companies may find that they need
to reorganise themselves and to set up the necessary
communication fora and channels. Such reorganisation may
take a long time to reach its final and efficient stage,
and often obstructed by human and circumstantial factors,
but we think that this is a worthwhile task.
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Communication with the Customers
Marketing cannot be done without customers. A
marketing company must inform, convey and remind its
target customers about the company's offering. This is
done through advertising, personal selling, sales
promotion, exhibitions and demonstrations, promotion
campaigns and public relations. Very often, marketing
managers are blinded by the latter functions and dwell
deeply into details such as artwork of newspaper
advertisements, choice of gift items, visual aids to be
used at talks and demonstrations. We are not advocating
that these are not important.- But they are only means to
achieve an end. The first step should be assessing the
effectiveness of the different functions (such as
advertisement, sales call, etc.) in communicating with the
target customers and conveying the marketing message.
Resources should then be allocated to each function.
Again, within that budget, the effectiveness of different
alternative media should be considered. Design and
implementation only comes as the last stage.
Another point to note is that communication is
always a two- or multiple-party game. While the company
tries all its best to convince and remind the customers of
their need for the product, it is equally important to
'listen' to the customers as well. This is where market
research and marketing information system are useful.
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Businessmen, including street hawkers, in Hong Kong
are famous for their bargaining techniques. But we find
that they have not made use of marketing information to
support their arguments. For example, in the launching of
a new product, if an accurate sales forecasts can be
projected based on research findings and reliable data, a
marketing firm may be able to secure a better term
especially during the infancy stage. This can greatly
reduce the cost and risk on the part of the local
marketing firm and improve the chances of successful
launching into the market. The marketing firm may also
seek the help of the supplier or franchiser in the
conducting of market research-- by sharing the cost and
providing the experience and expertise. It is time for
local marketing firms to part from the stage of telling
their suppliers ,you must give me 30% discount otherwise
the product won't sell type of argument. They should be
able to bargain in 'marketing' terms and language in order




Businessmen in Hong Kong are famous for their
ability to grasp opportunities and for their
industriousness. Most of them identify themselves as
doing 'general trading' and have swiftly changed from
trade to trade according to new innovations and changing
market demand. However, such swiftness in making
adjustments has forced them into short-term planning and
blinded them from the overall change in the marketing
management aspects. They are generally unaware of new
marketing concepts and are falling behind in out-dated
stages of wholesaling and aggressive selling. The reality
is with specialisation and division of labour in the
society, so is specialisation required in marketing. As
the society becomes more affluent, technology more
advanced, consumers given more choices and demand more
rights, marketing has become both an art and a science.
It requires insights and innovations as well as systematic
and analytical approach.
In studying the case of Builder-mate and the
marketing of VOLCLAY, we have tried to illustrate the
effect of lack of marketing concept and ignorance of
marketing information on the marketing of a particular
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product. A marketing firm must know its own objectives
before setting criteria to its selection of product range.
It should make a fair assessment of its own strengths and
weaknesses and on the other -hand obtain up-to-date
marketing information in order to formulate an appropriate
marketing strategy, the implementation of which should be
regularly evaluated and adjusted. Omission of any one of
these steps will cause inefficient use of resources,
short-lived product success and in the extreme case
complete failure for both the product and the firm.
The recommendations for Builder-mate in Chapter VI
are not meant to be instant cure for the company. More
-thorough market research and further analysis and planning
are required before implementation. Similarly, our
recommendations for marketing firms in Hong Kong in
general are by no means meant to be comprehensive. We
have merely tried to point out some of the commonly made
mistakes or wrong concepts that have hindered their
development into an efficient and profitable marketing
firms and highlight the possible remedies.
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APPENDIX 1
SALES PERFORMANCE OF DIFFERENT CATEGORIES
OF PRODUCTS MARKETED BY BUILDER-MATE
uescription 1984 1985 1986
(A) Waterproofing 3.5M(39.8%) 3.9M(35.5%) 5.5M(44.4%)
(B) Pipes joints 2.OM(22.7%) 2.3M(20.9%) 2.4M(19.4%)
(C) Bulk bentonite 3.3M(37.5%) 4.8M(43.6%) 4.5M(36.2%)
Total Sales





COMPARISON BETWEEN SALES TARGET
AND ACTUAL PERFORMANCE OF VOLCLAY
Description 1984 1985 1986
Sales Target


























Thank you very much for sparing you precious time and
agreeing to meet us today.
This interview forms a very important party of a research
that we are undertaking. The objective of the study is to
find out the needs of the user and buyer of our product,
which is a specialised building material, so that we can
work out a plan that can better serve our customer.
About the Company and the Respondent
1 1 of wnrk is your firm involved in?
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1.2 What is your specific area of responsibility?





Property Developer- project management
1.3 Would you mind telling us the approximate annual
turnover of your company or the construction costs of
your projects in the past 2-3 years?
1.4 In general, what are your selection criteria for







- ease of application and technique and machinery
required
- others (please specify)
(Please rank by order of priority
1.5 What are your purchasing channels?
by tender (open/restricted/by invitation)
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- through a specific purchasing agent




L.6 How do you usually obtain information about





sales calls by sales persons
exhibiton and fairs
yellow pages and other directories
friends in the same sector
others (please specify)
About Waterproofing Works
2.1 Among the projects tnat you have participatcd in the
past three years, how many have basements or other
underground structures? Please specify such
projects?
2.2 Among all these underground structures, how many
required waterproofing?
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2.3 What types of waterproofing system have been used,
and in what quantities?






2.4 Among the external waterproofing systems employed,
what types have been used, and in what approximate
quantities?






2.5 Do you find the above materials suitable for the
projects and the application and subsequent
maintenance satisfactory?
Buying Decision
3.1 Usually, who is the person to make the final decision
about the choice of a particular waterproofing method
and material?
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3. 2 What are the principal factors influencing the
decision to choose either type of the systems?
(Probe to establish the extent to which the usage is








3.3 If you can make the purchasing decision on your own,
what would be the ideal waterproofing system that you
would choose and why?
Market Demand
4.1 Has the usage of waterproofing materials risen in
recent years? If so, in what rate (approximately)?
At annual rate of
+20% 10-20% 5-10% -5%
Rising
Falling
4.2 DO you think the above trend applies to the whole of
construction industry?
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4.3 Has there been any trends/marked changes in the type
of waterproofing materials used by your firm/projects
in recent years? Do you expect any further changes
in the next few years?
4.4 Do you think the changes you mention above are also
true for the whole industry?
For Contractors Only
5.1 Who in your company selects the type of waterproofing
materials to be purchased?
(Probe to check on the purchasing process, i.e. does
someone specify the brand and someone else deal with
the supplier? Try to obtain information on who are
the persons involved in the purchasing process?)
5.2 What is your normal method of ordering?
- by telephone
- by post
- from sales representative when he calls
- call off from contract
- others
Knowledge of the Product
6.1 What are the waterproofing systems that you are
familiar with? (Try to ask for a few brand names)
81
6.2 Which of these are you currently using/specifying in
your plans?
6.3 Which of these would you regard as
- the cheapest
- the most reliable
- the one with the best sales service
xespondent's valuation
7.1 In considering the selection of a particular
supplier/brand of waterproofing or other specialised
construction materials, what importance do you attack
to the following attributes?
(Try to encourage comments and record them down)
(The following scale will be used for rating in this
question)
5= of critical importance
4= important
3= average
2= of some importance




















8. How would you rate the companies supplying
waterproofing systems that you know against the
following criteria?
(Using the following scale)
5= full agreement with the left











9. What significant improvements would like to see in
waterproofing systems being marketed? Why?
If VOLCLAY has not been mentined by the respondent so far,
try to probe his knowledge and comments about the product.
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